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E.O. 11652: ADS, DECLAS 6/27/76 
TAGS: EAID, EFIN 

SUBJECT: ADB LOAN FOR PULANGUI RIVER IRRIGATION PROJECT AND TA 
FOR MINDANAO IRRIGATION STUDIES 

REE: A) MANILA 8211; B) TRSY 75-106 

1. ADB BD OE DIRECTORS ON JUNE 26 APPROVED SUBJECT LOAN 
AND TA. PRESS RELEASE BEING POUCHED. 

2. DURING DISCUSSION, SEVERAL DIRECTORS INCLUDING U.S., 

NOTED NECESSITY FOR TIMELY COMPLETION OF LAND REFORM 
TO ASSURE DISTRIBUTIVE EQUITY OF PROJECT BENEFITS TO 

SMALT. FARMERS RATHER THAN LARGE LAND OWNERS; DANGER THAT 
AS CONSEQUENCE OF DELAY, APPRECIATION OF LAND VALUES 
ATTRIBUTED TO PROJECT WOULD THEN BE CAPITALIZED IN SALE 
PRICE WHICH SMALL FARMERS WOULD EVENTUALLY HAVE TO PAY 
LANDLORDS. SEVERAL DIRECTORS NOTED WITH CONCERN LAPSE 
OF TARGET DATE PRIOR TO COMPLETION OF LAND REFORM ON 
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WITH LOAN CONVENANTS F ART , TER ADB IRRIGATION PROJECTS 
RE SUBMISSION AUDIT REPORTS. 

3. STAFF REPLY WAS THAT BANK ACCEPTED PHIL GOVT. 
ASSURANCES LAND REEORM WOULD BE COMPLETED BEEORE END 
1977; WOULD CONTINUE TO MONITOR PERFORMANCE CLOSELY; 
LAND VALUES UNDER LAND REFORM PROGRAM TO BE BASED ON 
FORMULA OF 3-YR YIELD UP TO DATE OF PRESIDENTIAL DECREE 
OCT. 1972. RE AUDIT SUBMISSION, STAFE NOTED NIA 
CHANGING ACCOUNTING SYSTEM EROM GOVT. TO PRIVATE 
ENTERPRISE TYPE ACCOUNTS; STAFF ASSURED REPORTING 
COVENANTS WOULD BE ENFORCED. 

3. FOLLOWING AFFIRMATIVE BD ACTION, PHILIPPINE. DIRECTOR 
MADE EXTENDED REMARKS. IN ADDITION TO THANKING BD EOR 
PROJECT APPROVAL, PHIL. DIRECTOR NOTED THAT DISTRIBU- 
TION OF LARGE LANDHOLDINGS (24 HA AND UP) WAS VIRTUALLY 
COMPLETE; THAT GOVT. RECONSIDERING POLITICAL IMPACT 
OF DISTRIBUTING SMALLER HOLDINGS AFTER SURVEY DISCLOSED 
90 PERCENT REMAINING LANDHOLDINGS IN PARCELS 7 HA AND 
BELOW; THAT GOVT. WAS STRAPPED FOR FUNDS TO FINANCE 
LANDLORD EOMPENSATION WITH LANDLORDS RELUCTANT ACCEPT 
ONLY 10 PERCENT CASH; BALANCE IN LAND BANK BONDS 
HENCE GOVT. HAS BEEN OBLIGED INCREASE AMOUNT 
PAID AT SALE TO 20 PERCENT CASH. 
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